This paper studies the mergers and acquisitions (M&As) activity of initial public offering (IPO) firms on Borsa Istanbul (BIST) that went public between 1990-2014. We find that among the 398 firms that went public 87 firms acquired other firms while 104 firms were targeted by other firms within the first five years after their IPOs. For firms that have been involved in an M&A activity, the aggregate deal volume corresponds to 16% of their market size for acquiring IPO firms, and 29% of their market size for targeted IPO firms. On average, while these IPO firms acquired 2.1 firms within five years, they were targeted by 1.7 firms. As a result, firms that convert to public ownership on BIST might participate as acquiring firms or as target firms in the subsequent M&A processes in the first five years after their IPO. Our findings indicate that firms go public on BIST mainly to provide an exit opportunity for their existing shareholders, and they accomplish this i) through the sale of existing shares to the general public in an IPO or ii) through the sale of existing shares to the acquiring firms in a post-IPO M&A.
Introduction
An initial public offering (IPO) is a milestone in a firm's life cycle, and therefore the decision to go public is one of the most important high-level corporate decisions to be made in corporations. Because of its importance a large body of corporate finance literature is dedicated to understanding the IPO decision of firms in more detail. In particular, recent studies on IPOs focused more on the motive behind firms' going public decision.
Initial studies on the IPO decision argue that firms go public to facilitate a subsequent sale to another firm, i.e. to become a target, whereas more recent studies argue that firms go public to fund external growth through acquisitions, i.e. to become an acquirer. On the one hand, Zingales (1995) argues that since an IPO sets a market price for the stock of a company, it helps increase the value initial owners can extract from the sale of their company. Therefore, firms go public with a subsequent sale in mind. Similarly, Mello and Parsons (1998) view the IPO as the first step in the complex process of selling the firm. On the other hand, Celikyurt et al. (2010) argue that a firm can use either the primary proceeds raised in its IPO or its publicly traded stock after its IPO as an acquisition currency in subsequent acquisitions. Going public also provides an ongoing access to public debt and equity markets for further acquisition financing. Therefore, firms go public with a subsequent acquisition in mind. Celikyurt et al. (2010) show that one of the most important motivations behind firms' IPO decision is the need or desire to make acquisitions. They find that IPO firms play a bigger role in the merger and acquisitions (M&As) by participating as acquirers than they do as targets. 3 In our study, we explore whether this is also the case for firms traded on Borsa Istanbul (BIST) . More specifically, we analyze the M&A activity of firms going public on BIST. Since firms might be involved in M&As as acquirers as well as targets after going public, we focus on the role of IPO firms not only as bidders but also as takeover targets in the subsequent M&A process.
We study the M&A behavior of newly public firms on BIST within the next five years after their IPO to shed light on the question of whether BIST firms are involved in post-IPO M&As and if so, whether they mostly become acquirers or targets in these post-IPO M&A activities.
We find that only 37.4% of the firms going public on BIST during 1990-2014 participate in M&As as either acquirers or targets within the five years after their IPO indicating that the majority of IPO firms on BIST are not actively participating in post-IPO M&As. Moreover, we find that 21.9% of the IPO firms make at least one acquisition and 26.1% of them get acquired in total or in part over the five years after the IPO, with the subsamples of acquiring firms and targeted firms not being mutually exclusive. Regardless of whether they are acquirers or targets in the post-IPO M&A process, IPO firms are most active in the first two years after the IPO year in terms of both the number and the volume of deals they participate in.
Our analysis of the frequency and the volume of post-IPO M&As for firms which participate in M&As after their IPO shows that the levels of M&A activity undertaken by IPO firms on BIST within five years after their IPO are similar for the cases when the IPO firms participate as acquirers or when they participate as takeover targets in the post-IPO M&A process. Specifically, we find that while IPO firms participate in 2.05 deals as acquirers on average, they participate in 1.69 deals as targets, with the difference being weakly statistically significant. The total M&A volume of firms over five years after their IPO, on the other hand, corresponds to 16.17% of firm size on average for deals when the IPO firm is the acquirer and to 29.37% for deals when the IPO firm is the target, with the difference not being statistically significant. Overall, our results show that, conditional on being involved in an M&A deal, acquiring IPO firms and targeted IPO firms are similarly active regarding the frequency and the volume of post-IPO M&As they participate in.
Finally, our paper also sheds some light on the IPO process of BIST firms by focusing on the types of shares sold in an IPO. Considering the two types of shares that can be sold in an IPO, i.e. primary versus secondary shares, our analysis of the frequency of IPOs and the amount of their proceeds indicates that firms go public on BIST mainly to facilitate the sale of secondary shares by existing shareholders, therefore providing them with an exit opportunity, rather than raise new equity capital for future investments through the sale of primary shares. This result together with our post-IPO M&A results suggests that firms go public on BIST mainly to provide an exit opportunity for their existing shareholders, either through the sale of secondary shares to the general public in an IPO or through the sale of existing shares to acquiring firms in a post-IPO M&A.
The rest of the paper is organized as follows. Section 2 reviews the related literature. Section 3 describes our IPO sample and presents descriptive statistics. Section 4 analyzes the M&A activity of IPO firms after going public. Section 5 concludes.
Literature Review
The literature on IPOs on Borsa Istanbul (called BIST-IPOs hereafter) mainly focuses on the specifics of the IPO process, the IPO underpricing and the IPO long-run performance.
In their descriptive study, Karatepe et al. (2002) document IPOs on BIST during 1990-2000 and the IPO process itself, and discuss the advantages and disadvantages of going public on BIST. Kılıç et al. (2009) find that costs arising in compliance with capital markets regulations, i.e. the compliance costs, do not constitute an obstacle to companies' going public decision on BIST. Atici and Gursoy (2015) study the ownership structure of non-financial corporations listed on BIST for the period 1992-2014, and find that IPOs contribute to the transformation of ownership structures of these corporations.
Most existing studies about BIST-IPOs show an interest in the pricing of IPO stocks, focusing mainly on the determinants of IPO underpricing such as Dağlı and Kurtaran (2008) , Kucukkocaoglu (2008) , Cihangir and Kandil (2009 ), and Ercan and Çevikel (2011 ). Kiymaz (2000 , and Bildik and Yılmaz (2008) analyze both the initial and the aftermarket performance of IPOs and study their determinants. Kaderli and Demir (2008) examine the relation between IPO underpricing and the firm growth subsequent to the IPO and show a weak positive correlation.
Several other studies, on the other hand, analyze the long-run stock performance of IPOs such as Kıymaz (1997), Ewing and Ozfidan (2003) , and Erdogan (2010) . Durukan (2002) studies the relation between initial returns and long-term returns for IPO firms. Kurtaran and Er (2008) analyze post-issue operating performance of IPOs and document a general decline in operating performance subsequent to the IPO. Bulut (2008) and Bulut et al. (2009) study the relation between post-issue operating performance of IPO firms and their investment bank reputation and auditing firm reputation, respectively, and find no significant correlation between them.
Using a survey analysis, Saraç and Bozkurt (2011) studied the small and medium sized enterprises' tendency to go public and concluded that the low IPO rates are due to these firms' lack of information about going public.
The extent of M&A activity undertaken by newly public firms on BIST and what role, acquirer or target role, these IPO firms perform in M&As have not been documented in existing literature. To the best of our knowledge, ours is the first systematic study of the M&A activity by newly public firms on BIST. Our paper therefore contributes to the literature studying IPO firms on BIST.
Data and Descriptive Statistics
Borsa Istanbul was founded in December 1985 under the name of Istanbul Stock Exchange. Our IPO data come from BIST database and cover all Turkish IPOs between 1986-2014. Our sample includes all BIST-IPOs without any size restriction. We obtain M&A data from Securities Data Company's (SDC) Mergers and Acquisitions database. Since BIST database starts to provide detailed data on IPOs from year 1990 on, relevant M&A transactions between 1990-2015 are covered in our study. The form of the M&A deals obtained from SDC include mergers and acquisitions as well as acquisitions of assets and partial stock interest. Firm financial data come from Rasyonet. BIST database provides IPO proceeds of firms both in Turkish Liras (TRY) and in US Dollars (USD). Table 1 shows the mean and the median of the total IPO proceeds of firms going public on BIST for each year from 1990 to 2014 and in both currencies. For years 1986-1989, Table 1 shows only the number of IPOs since BIST database provides only the names of firms going public in that time period. In Table 1 , we also present inflation adjusted IPO proceeds. Throughout our paper, we report the inflation adjusted values in 2015 currencies for comparability.
Frequency and Proceeds of BIST-IPOs
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In Table 1 , we observe a general upward trend in the mean of nominal total proceeds in Turkish Liras from 1990 to 2014 with two clear exceptions in years 2001 and 2009 for which there is only one IPO and we observe a significant decrease in nominal total proceeds from the previous year. The highest mean of nominal total proceeds is 1,186.3 million TRY in 2008, and the lowest mean is 0.05 million TRY in 1992. The mean of inflation adjusted total proceeds is more stable over time showing no clear trend. We observe similar patterns for the median of nominal and inflation adjusted total proceeds. Table 1 provides the statistics for IPO proceeds of BIST firms in US Dollars as well. As for the Turkish Liras case, we do not observe much fluctuation in inflation adjusted total proceeds for the US Dollars case. Moreover, the nominal total proceeds are also stable over time with no clear trend for the nominal US Dollars case. These observations are valid for both mean and median statistics.
Primary versus Secondary Shares
Firms can sell two types of shares in an IPO: primary shares versus secondary shares. The sale of primary shares represents the sale of new shares to the general public so that the proceeds go to the firm. The sale of secondary shares, on the other hand, simply represents the sale of shares owned by existing shareholders so that the proceeds go to these selling shareholders. Therefore, while new capital is being raised for the firm through the sale of primary shares, no new capital is being raised for the firm through the sale of secondary shares. Table 2 presents the distribution of IPOs on BIST according to the types of shares sold. For the 55 IPOs in the 1986-1989 period, BIST database only provides firm names, and further details of the IPO process are not available, leaving us with a total of 398 IPOs with available information on the types of shares sold. Among the 398 firms that went public between 1990-2014, 150 firms made sales of primary shares only, therefore raising new equity capital, comprising 38% of the IPO sample, whereas 160 of them made sales of secondary shares only, comprising 40% of the IPO sample. In 82 cases, IPO firms both increased their equity capital and also made sales by shareholders, corresponding to 21% of all IPOs. 6 In the early years on BIST, IPOs involved the sale of either primary or secondary shares only. The first year we observe sales of both primary and secondary shares in an IPO is year 1995 with a total of 3 IPO firms selling both types of shares. In earlier years, sale by existing shareholders seems to be the dominating motive behind firms' going public decision on BIST, but as years passed more firms started to prefer selling new shares. Specifically, in years 1990-1994, the majority of firms preferred sale of secondary shares to sale of primary shares, implying that in this period most firms used the IPO as an exit opportunity for existing shareholders to sell their shares rather than as an opportunity to increase capital for future use in the firm. In years 1995-2000, on the other hand, the majority of firms preferred sale of primary shares to sale of secondary shares, implying that in this period most firms used the IPO to increase capital for future use in the firm. For example, in 1990, 30 firms preferred sale by shareholders and only 2 firms preferred capital increase, whereas in 2000, 5 firms preferred sale by shareholders while 22 firms preferred capital increase. We therefore observe a change in preferences over time for the types of shares sold in an IPO.
The method of selling both primary and secondary shares in an IPO has become more common on BIST since year 2000. In particular, in the last five years of our sample period, firms mainly preferred to issue both types of shares when going public, therefore raising new equity capital while also providing the existing shareholders an opportunity to sell their shares.
Data on the amount of IPO proceeds according to the types of shares sold become available in BIST database starting from 1997 on. In Table 2 , we also report the average volume of the total IPO proceeds for each IPO cohort in each year from 1997 to 2014 and the average volume over all sample years. For IPO firms that made sale of primary shares only, the average volume of the primary IPO proceeds is 36.67 million TRY with a range from 5. 63 Overall, our comparison of the average total proceeds raised for the three groups of IPOs in Table 2 shows that the proceeds from IPOs involving sale of primary shares only are much lower than the proceeds from IPOs involving sale of secondary shares only. More specifically, we find that the difference between the means of the volume of IPO proceeds is statistically significant at the 10% level. Therefore, considering the two types of shares that can be sold in an IPO, i.e. primary versus secondary shares, our analysis of the frequency of IPOs and the amount of their proceeds indicates that firms go public on BIST mainly to facilitate the sale of secondary shares by existing shareholders rather than raise new equity capital for future investments through the sale of primary shares.
BIST-IPO Firms and Their M&A Activity
To examine the post-IPO M&A activity of BIST firms, we study both the frequency and the volume of M&A deals by BIST-IPO firms during the period from 1990 to 2015. Our analysis is based on a comparison between the M&A deal activities in cases when the IPO firm is the acquirer and when the IPO firm is the target.
The different forms of the M&A deals obtained from SDC include mergers and acquisitions as well as acquisitions of assets and acquisitions of partial stock interest, i.e. partial acquisitions. This implies that target firms do not have to be acquired in total in an M&A process. That is, target firms can also be acquired in part, thus allowing multiple acquisitions of the same target firm during the sample period.
Frequency of M&As after IPO
Deals when the IPO firm is acquirer
We first analyze whether BIST firms acquire other firms in the period after they go public. Graph 2 shows the number of IPO firms involved as acquirers in M&A deals where year 0 denotes the IPO year. We find that among the 398 IPO firms on BIST from 1990 to 2014, 22 of them make at least one acquisition in their IPO year, corresponding to 5.5% of the IPO sample. The annual number of firms undertaking acquisitions increases in the first two years after the IPO year and reaches its highest value of 32 in year 2. After that the annual number of IPO firms being acquirers starts to show a decline implying that IPO firms are most active as acquirers within their first two years after IPO. Graph 2 also shows the cumulative number of firms being acquirers post-IPO. This number rises each year reaching 87 firms in five years after the IPO showing that 21.9% of the IPO firms make at least one acquisition over the five years after the IPO. This also implies that approximately 1 out of 5 BIST-IPO firms undertake at least one acquisition in five years after going public.
Graph 3 shows the total number of M&A deals over time in which the IPO firm is the acquirer, both in annual and cumulative terms. The cumulative number of deals increases over time, starting with only 30 deals in the IPO year and reaching 178 deals in five years. Looking at annual deal counts over time reveals that there is an upward trend over years 0-2 and a downward trend afterwards, verifying our previous finding that IPO firms are most active as acquirers within their first two years after the IPO year.
Deals when the IPO firm is target
We also analyze whether BIST firms get acquired by other firms in the period after they go public. Graph 4 shows the number of IPO firms involved as targets in M&A deals where year 0 denotes the IPO year. We find that among the 398 IPO firms on BIST from 1990 to 2014, 20 of them were involved in at least one M&A activity as a target firm in their IPO year, corresponding to 5% of the IPO sample. The annual number of firms being acquired increases in first few years after the IPO year reaching its highest values of 31 and 29 in years 1 and 2, respectively. After that the annual number of IPO firms being targets starts to decline implying that IPO firms are most active as targets within their first two years after IPO. Graph 4 also shows the cumulative number of firms being acquired post-IPO. This number rises each year reaching 104 firms in five years after the IPO showing that 26.1% of the IPO firms were acquired in total or in part over the five years after the IPO. This also implies that approximately 1 out of 4 BIST-IPO firms are being acquired in five years after going public.
Graph 5 shows the total number of M&A deals over time in which the IPO firm is the target, both in annual and cumulative terms. The cumulative number of deals increases over time, starting with only 25 deals in the IPO year and reaching 176 deals in five years. Looking at annual deal counts over time reveals that there is an upward trend over years 0-2 and a downward trend afterwards, verifying our previous finding that IPO firms are most active as targets within their first two years after the IPO year.
Comparison between acquirer and target cases
Our findings so far indicate that the majority of IPO firms on BIST do not participate in M&As in the five-year period after going public. We find that only 21.9% of the IPO firms make an acquisition and only 26.1% of the IPO firms get acquired over the five years after the IPO. It is important to note that the subsample of acquiring IPO firms and that of targeted IPO firms are not mutually exclusive. That is, there are firms participating in multiple M&As as either acquirers or targets, and we find that there are 42 such firms. It turns out that a total of 149 firms out of 398 BIST-IPO firms participate in M&As as either acquirers or targets, comprising 37.4% of the BIST-IPO universe covering 1990-2014. Overall, our results imply that the majority of firms going public on BIST are reluctant to get engaged in M&As after their IPOs and therefore they are not actively participating in post-IPO M&As.
In this section, we explore whether firms traded on BIST participate more as acquirers or as targets in M&A deals within the first five years after going public. Specifically, we compare the cumulative number of M&A deals per IPO firm after going public in cases when the IPO firm is the acquirer and when the IPO firm is the target. Graphs 6 and 7 show the number of M&A deals per firm over the years where year 0 denotes the IPO year. In Graph 6, we include all IPO firms with or without an M&A activity to calculate the number of M&A deals per firm. In Graph 7, on the other hand, we include only those IPO firms that participate in at least one M&A activity to calculate the number of M&A deals per firm. The deal counts in Graph 6 are much lower than the deal counts in Graph 7 since our calculations in Graph 6 include firms with zero deal count as well, whereas our calculations in Graph 7 exclude those firms with zero deal count and include only firms with at least one deal count.
Graph 6 reveals very similar patterns for the acquirer and the target cases. Specifically, the number of M&A deals per firm in the IPO year is 0.08 for the acquirer case, corresponding to 30 deals by 398 firms, and 0.06 for the target case, corresponding to 25 deals by 398 firms. In both cases, the M&A deal counts per firm increase over the years and stay very close to each other, reaching 0.53 and 0.52 for the acquirer case and the target case, respectively. This finding indicates that the amounts of M&A activity undertaken by IPO firms on BIST are similar for the cases when the IPO firms participate as acquirers or when they participate as takeover targets in the post-IPO M&A process.
When we calculate the number of M&A deals per firm for the subsample of IPO firms with at least one M&A activity, we find that IPO firms are more active as acquirers in that they participate in a higher number of M&A deals per firm as acquirers than as targets throughout the five-year post-IPO period. Specifically, Graph 7 shows that, conditional on being involved in an M&A deal in the five-year post-IPO period, the number of M&A deals per firm in the IPO year is 0.34 for the acquirer case, corresponding to 30 deals by 87 firms, and 0.24 for the target case, corresponding to 25 deals by 104 firms. In both cases, the numbers increase over the years with the acquiring IPO firms participating in more M&A deals than the targeted IPO firms. On average, while IPO firms participate in 2.05 deals as acquirers in the five years after their IPO, they participate in only 1.69 deals as targets, with the difference being statistically significant at the 10% level. Overall, our results show that, conditional on being involved in an M&A deal, acquiring IPO firms are more active than targeted IPO firms regarding the number of deals they participate in.
Volume of M&As after IPO
Since the majority of BIST firms do not participate in post-IPO M&As, as a further analysis we focus our attention on those IPO firms that participated in post-IPO M&A deals, for which the deal volume is available from SDC's Mergers and Acquisitions database.
To find out how large the post-IPO M&A deals are in comparison to the IPO firm's size, we calculate the volume of these deals as a percentage of firm size measured in the IPO year. We use two alternative measures of firm size, namely total assets (TA) and market value of assets (MVA). 7 For each IPO firm, we calculate the annual percentage M&A deal volume as follows:
‫ܣ&ܯ‬ ‫݁݉ݑ݈ݒ‬ ‫ݏܽ‬ ܽ ‫݁݃ܽݐ݊݁ܿݎ݁‬ ‫݂‬ ‫ܣܶ‬ = ൬ ‫݊݅ݐ݈݂ܽ݊ܫ‬ ‫݀݁ݐݏݑ݆݀ܽ‬ ݈݀݁ܽ ‫݁݉ݑ݈ݒ‬ ‫݊݅ݐ݈݂ܽ݊ܫ‬ ‫݀݁ݐݏݑ݆݀ܽ‬ ‫ܣܶ‬ ‫ݐܽ‬ ‫ݐ‬ℎ݁ ‫݁݉݅ݐ‬ ‫݂‬ ‫ܱܲܫ‬ ൰ 7 Total assets equal the book value of assets. Market value of assets is defined as the book value of assets less the book value of equity plus the equity market capitalization.
‫ܣ&ܯ‬ ‫݁݉ݑ݈ݒ‬ ‫ݏܽ‬ ܽ ‫݁݃ܽݐ݊݁ܿݎ݁‬ ‫݂‬ ‫ܣܸܯ‬ = ൬ ‫݊݅ݐ݈݂ܽ݊ܫ‬ ‫݀݁ݐݏݑ݆݀ܽ‬ ݈݀݁ܽ ‫݁݉ݑ݈ݒ‬ ‫݊݅ݐ݈݂ܽ݊ܫ‬ ‫݀݁ݐݏݑ݆݀ܽ‬ ‫ܣܸܯ‬ ‫ݐܽ‬ ‫ݐ‬ℎ݁ ‫݁݉݅ݐ‬ ‫݂‬ ‫ܱܲܫ‬ ൰
We use inflation adjusted dollars so that the deal volume and the firm size are given in the same year's dollars. We also calculate cumulative percentage deal volumes for each firm by adding up the annual inflation adjusted deal volumes for a given time window and then dividing the total by the inflation adjusted firm size measured in the IPO year. The time window extends out to five years after the IPO year, i.e. from year 0 to year 5 where year 0 denotes the IPO year.
Deals when the IPO firm is acquirer
Graph 8 shows the average M&A volume over time as a percentage of total assets measured in the IPO year for BIST-IPO firms which make at least one acquisition within five years after going public. We provide averages of annual deal volumes and also averages of cumulative deal volumes where year 0 denotes the IPO year. We find that, in the IPO year, the M&A volume averages 1.05% of firm size. The average annual deal volume becomes 8.20% of firm size in year 1, and reaches its highest value of 19.53% in year 2, revealing an upward trend over years 0-2. Afterwards we observe a downward trend in average annual deal volume over years 3-5 reaching its lowest level of 1.39% in year 5. Consistently, we observe a sharp rise from 1.05% to 28.78% in the average cumulative deal volume over years 0-2 and then a modest increase over years 3-5 with a mean increase of 1.93% each year during this period. We find that the total acquisition volume of a typical BIST-IPO firm over five years after going public amounts to 34.57% of its firm size measured as a percentage of total assets. Graph 9 shows the average M&A volume over time as a percentage of market value of assets measured in the IPO year for IPO firms which make at least one acquisition within five years after going public. As in Graph 8, we provide averages of annual deal volumes and also averages of cumulative deal volumes in Graph 9. Since the market value of assets is greater than the value of total assets, deal volumes measured as a percentage of market values are lower than deal volumes measured as a percentage of total assets. We find that, in the IPO year, the M&A volume averages 0.75% of firm size. The average annual deal volume becomes 1.74% of firm size in year 1, and reaches its highest value of 10.13% in year 2, revealing an upward trend over years 0-2. Afterwards we observe a downward trend in average annual deal volume over years 3-5 reaching its lowest level of 1.00% in year 5. Consistently, we observe a sharp rise from 0.75% to 12.62% in the average cumulative deal volume over years 0-2 and then a modest increase over years 3-5 with a mean increase of 1.18% each year during this period. We find that the total acquisition volume of a typical BIST-IPO firm over five years after going public amounts to 16.17% of its firm size measured as a percentage of market value.
Overall, our analysis of the M&A volumes in Graphs 8 and 9 verifies our previous finding that IPO firms are most active as acquirers within their first two years after the IPO year.
Deals when the IPO firm is target
We also analyze the deal volume of M&A activities in which BIST firms get acquired by other firms in the five-year period after they go public. As is the case for IPO firms which make acquisitions, we analyze the M&A volume over time for BIST-IPO firms which become targets at least once in the five years after going public. Graphs 10 and 11 show the M&A deal volumes as a percentage of total assets and as a percentage of market value of assets, respectively, with both firm size measures taken in the IPO year. As before, we provide averages of annual deal volumes and also averages of cumulative deal volumes where year 0 denotes the IPO year.
Graph 10 shows that, in the IPO year, the M&A volume averages 6.23% of firm size. The average annual deal volume is 4.58% of firm size in year 1, and reaches its highest value of 15.21% in year 2, revealing an upward trend over years 0-2. Afterwards we observe a downward trend in average annual deal volume over years 3-5 reaching its lowest level of 3.50% in year 5. Consistently, we observe a sharp rise from 6.23% to 26.02% in the average cumulative deal volume over years 0-2 and then a modest increase over years 3-5 with a mean increase of 6.24% each year during this period. We find that the total deal volume of a typical targeted BIST-IPO firm over five years after going public amounts to 44.75% of its firm size measured as a percentage of total assets.
Compared to Graph 10 where we use total assets as the firm size, Graph 11 shows a similar pattern of the M&A volume over time as a percentage of market value of assets, with the percentages being lower due to the larger market value of the firms. We find that, in the IPO year, the M&A volume averages 4.73% of firm size. The average annual deal volume is 3.56% of firm size in year 1, and reaches its highest value of 9.64% in year 2, revealing an upward trend over years 0-2. Afterwards we observe a downward trend in average annual deal volume over years 3-5 reaching its lowest level of 1.44% in year 5. Consistently, we observe a sharp rise from 4.73% to 17.93% in the average cumulative deal volume over years 0-2 and then a modest increase over years 3-5 with a mean increase of 3.81% each year during this period. We find that the total deal volume of a typical targeted BIST-IPO firm over five years after going public amounts to 29.37% of its firm size measured as a percentage of market value.
Comparison between acquirer and target cases
So far we find that there is an upward trend in annual M&A volume over years 0-2, where year 0 denotes the IPO year, and a downward trend afterwards, regardless of whether the BIST-IPO firm is the acquirer or the target in the M&A process. This finding implies that firms which participate in post-IPO M&A activities are most active within their first two years after IPO in terms of the M&A deal amount. Our result on M&A deal volumes complements our previous result on M&A deal counts indicating that IPO firms are most active in M&A activity in first two years after going public. Table 3 presents the mean cumulative M&A volume as a percentage of firm size for the subsample of acquiring IPO firms and the subsample of targeted IPO firms. In Panel A we use total assets and in Panel B we use market value of assets as the measure of firm size. Due to higher market values, the percentage deal volumes are lower in Panel B. The mean cumulative deal volumes are increasing over time since these cumulative deal volumes are found for each firm by adding up the annual deal volumes for a given time window and then dividing the total by the firm size measured in the IPO year. Table 3 also reports the t-statistics to determine whether the mean cumulative deal volumes are equal for the two IPO firm subsamples, namely the acquirer and the target subsamples.
Panel A of Table 3 shows that the mean M&A volume of firms in their IPO year is 1.05% of firm size at the time of the IPO for deals when the IPO firm is the acquirer and is 6.23% for deals when the IPO firm is the target. The t-test shows that these deal volumes in the IPO year are significantly different from each other at the 5% level. The difference, however, disappears after the IPO year and loses its statistical significance over time, and we observe similar percentage deal volumes for the acquirer and the target subsamples. We find that, on average, the total M&A volume of IPO firms over the five-year period corresponds to 34.57% of firm size at the time of the IPO for deals when the IPO firm is the acquirer and to 44.75% for deals when the IPO firm is the target, with these means, however, not being significantly different from each other.
Panel B of Table 3 shows that the mean M&A volume of firms in their IPO year is 0.75% of firm size at the time of the IPO for deals when the IPO firm is the acquirer and is 4.73% for deals when the IPO firm is the target. The t-test shows that these deal volumes in the IPO year are significantly different from each other at the 10% level. The cumulative deal volumes remain significantly different from each other at the 5% level over the years 0-1. The difference then disappears and loses its statistical significance over time. We find that, on average, the total M&A volume of IPO firms over the five-year period corresponds to 16.17% of firm size at the time of the IPO for deals when the IPO firm is the acquirer and to 29.37% for deals when the IPO firm is the target, with these means, however, not being significantly different from each other.
Our results on the post-IPO M&A activity provide some support for our results on the types of shares sold in an IPO regarding the motive for going public. Specifically, we find that firms which go public on BIST mainly sell shares of their existing shareholders in an IPO, therefore providing them with an exit opportunity, and do not raise new equity capital for future investments such as post-IPO acquisitions. Our finding that these BIST firms have a larger total deal volume as a percentage of their firm size when they are targets in post-IPO M&As rather than acquirers once again points to more of an exit opportunity for existing shareholders than a growth opportunity through acquisitions. In other words, BIST-IPO firms prefer to sell their existing shares to the acquiring firms in post-IPO M&As rather than buy shares of other target firms. Therefore, our results are consistent with those for Swedish IPOs in Rydqvist and Högholm (1995) and those for Italian IPOs in Pagano et al. (1998) who show that going public is a decision made by controlling shareholders who eventually want to sell out.
Conclusion
We study the mergers and acquisitions activity within five years after the initial public offering for firms going public on Borsa Istanbul and analyze the role of these IPO firms not only as bidders but also as takeover targets in the post-IPO M&A process.
We show that 37.4% of the firms participate in M&As as either acquirers or targets indicating that the majority of IPO firms on BIST are not actively participating in post-IPO M&As. Those IPO firms which are involved in post-IPO M&A activity are most active in the first two years after the IPO year, regardless of whether they are acquirers or targets, in terms of both the number and the volume of deals they participate in. Moreover, the levels of M&A activity undertaken by IPO firms are similar for the cases when they participate as acquirers or when they participate as takeover targets in the post-IPO M&A process. Specifically, while the number of post-IPO deals per firm over five years is slightly higher for acquiring IPO firms than for target IPO firms, the total deal volume over five years as a percentage of firm size is higher for target IPO firms than for acquiring IPO firms, the difference however not being statistically significant.
Our analysis of the frequency of IPOs and the amount of their proceeds shows that firms go public on BIST mainly to facilitate the sale of secondary shares by existing shareholders, therefore providing them with an exit opportunity, rather than raise new equity capital through the sale of primary shares for future investments such as acquisitions.
Overall, our results suggest that firms go public on BIST mainly to provide an exit opportunity for their existing shareholders, either through the sale of secondary shares to the general public in an IPO or through the sale of existing shares to acquiring firms in a post-IPO M&A. Finally, the low participation of BIST firms in post-IPO M&A activity also implies that the majority of firms on BIST do not grow through acquisitions in the five-year period after they go public. 
